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The Reagan Budget: ‘Spending Is the Problem, Not Taxes’
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WASHINGTON, Feb. 5 (AP) — - Following
s the Budget Message that President Reagan
ent to Congress today:

% To the Congress of.the United States:
+* The economic expansion we are now enjoy-
,ing is one of the most vigorous in 35 years.
Famlly income is at an all-time high produc-
tion and productivity are increasing; em-
ployment gains have been extraordinary,
and inflation, which’ raged at double-digit
+, rates when [ took office, has been reduced
*” dramatically. Defense capabilities, . which
+ had been dangerously weakened during the
#.1970’s, are being rebuilt, restoring an ade-
efquale level of national security and deter-
‘2 rénce to war. Moreover, an_insupportable
) gmwth in tax burdens and Federal regula-
*tions has been halted.
Let me give you a few highlights:
+ 9Employment has grown
the past three years, while the unemploy-
+¥ment rate has fallen by three and eight-tenth-

'spercentage pomts  during the three years[

& grew by Dnly 5.5 million and the unemploy-
*ment rate rose e(ght -tenths of a percentage

int.
9The hxghest proportion of our adult popu-
lation (60 percent) is now at work, with more
blacks and other minorities employed (14
million) than ever
QInflation, which averaged 11.6 percent a
 year during the three years before I took of-
-fice, has averaged only a third of that — 3.8
percent — during the last three years.
9Real G.N.P. has grown at a 4.5 percent
3,.annual rate during the past three years, com-
pared with only a 2.2 percent annual rate dur-
1ing the last three years of the previous Ad-
ministration.
i 9The prime rate of interest and other key
interest rates are less than half what they,
3 - were when 1 took office.
2, 9Some 11,000 new business incorporations
-i_are generated every week, and since early
311983, investment in plant and equipment has
9} risen 44 percent in real terms.
Se 9During the past three years, industrial
b production has risen by 25 percent.
' 9During the same same period, corporate
proﬁts increased 117 percent and stocks
qearly doubled in value.
9Federal tax revenues have returned to

" 9As aresult of all of the above, real after-
tax income has risen 10.6 percent during the
- .last three years, an average increase of
742,500 for each American household.
e ‘Eliminated Many Barriers’
2 This dramatic improvement in the per-
r . formance of our economy was no accident.
We have put in place policies that reflect our
commitment to reduce Federal Government
; intrusion in the private sector and have elimt-
1, nated many barriers to the process of capital
" formation and ‘e continue to main-
' tain a steadfast adherence 10 the four funda-

“présented ir February 198!
9Reducing the growth of Federal spend-

ing;
7+ 9Limiting tax burdens;
- 4Relieving the economy of excessive regu-
“ lation, and
+, GSupporting a sound and stable monetary
» policy.
. Conditions are now in place for a sustained
i era of national prosperity. But, there is a
.. major threat looming on the horizon: the
Federal deficit. If this deficit is not brought
.under control, we risk losing all we've
achieved, and more.

‘We cannot let this happen. Therefore, the
budget I am presenting has as its major ob-
jective setting the deficit on a downward path
to a balanced budget by 1991. In so doing, my
budget meets or exceeds the deficit reduction

~ targets set out in the Balanced Budget and
* Emergency Deficit Control Act, commonly
for its principal sponsors as Gramm-

" Rudman-Hollmy

At the end of the last session of Congress
" there emerged a bipartisan consensus that
- something had to be done about the deficit.

i " The result, Gramm-Rudman-Hollings, com-
o mitted both the President and the Congress to
+_a fixed schedule of progress. By submitting
. this budget, I am abiding by the law and
., keeping my part of the bargain. -
. The budget shows, moreover, that elimi-
1, nating the deficit is possible without raising
+. taxes, without sacrificing our defense pre-
+,, paredness and without cutting into legitimate
programs for the poor and the elderly. A tax
£.; increase would jeopardize our economic ex-
- pansion and might well prove counterproduc-
‘a tive in terms of its effect on the deficit.

"-‘ We can hardly back away from our defense

- = buildup without creating confusion among

friends and adversaries alike about our
£ determination to maintain our corgmitments
"and without jeopardizing our prospects for-
,b meaningful axms control talks. And frankly
we must not break faith with those poor and
% elderly who depend on Federal programs for
* their security.

¥ The Deficit ‘
“ And Economic Growth

Until the Second World War, the Federal
\“ budget was kept in balance 6r ran a surplus
~ during peacetime as a matter of course. But
in the early 1960's this traditional fiscal disci-
* pline and political rectitude began to break
 down. We have run deficits during 24 of the
7 last 25 years. In the past 10 years, they have
3 averaged 2.5 percent of G.N.P. But last year
. the deficit was over 5 percent of G.N.P.
_ trend is clearly jn the wrong direction and
" must be reversed

Last, year's deficit amounted to nearly
+ $1,000 for every man, woman and child in the
- United States. To eliminate the deficit solely
+ by increasing taxes would mean imposing an

y 9.2 million in *

mental pnncxples of the economlc pmglam l S
L

extra $2,400 burden on each American house-

+ hold. But taxes are already higher relative to

G.N.P. than they were during the 1960’s and
early 1970’s, before inflation pushed them to
levels that proved insupportable. The Amer-
ican people have made it clear they will not
tolerate a higher tax burden. Spending is the
problem, not taxes, and spending must be
cut.

The program of spending cuts and other re-
forms contained in my budget will lead fo a
balanced budget at the end of five years and
will thus remove a serious impediment to the
continuation of our economi¢ expansion. As
this budget shows, such reforms can be ac-
complished in an orderly manner, without re-
sorting to desperate measures.

a

teff

azero real increase for 1986 and only a 3 per-
cent real increase each year thereafter.
Congressional action on 1988 appropria-
tions and the subsequent sequestration for
under

‘The New York Times/ Jim Wilson

READING MATERIAL: Eddie Beck, left, an employee of the Government Printing Office bookstore, helping Brad Bumsted, a
reporter, pack a box with copies of the new budget. Copies of the document sell for $13.

ficiencies when we are scaling back the role
and cost of the Federal Government.

Substantial savings in overhead costs have
been achieved under provisions of the Deficit
Act of 1984

cut defense budget authority well below last
year’s level.

The budget 1 am submitting would return
defense funding to a steady, well-managed
growth pattern consistent with the program
Ievel:nsreed to in last year’s budget resolu-

consistent with what the country
needs in order to provide for our national se-
curity,

Military Spending Trend

During the past five years, we have
reversed the dec_lme int defense spending and

and activities that cannot bx ds
tive, must be ended. Activities that are essen-
tial, but that need not be carried out by the
Federal Government, can be placed in the
private sector or, if Lbey are properly public
in nature, turned over to state and local gov-
ernments. As explained in the management
report I am also submitting today, efficien-
cles can be realized thmugh improved man-
agemen

have made progress in restoring
our military capabilities.

moderate increases that are now re-
quested are necessary  to maintain this
progress and enable us to move 1orward with

As described in my management report,
‘more savings are possible, and these effects

are incorporated in this budget.

Outmoded, inefficjent systems of agency
cash and credit management are being re-
placed; administrative policies and proce-
dures, approaches to automatic data process-
ing and agency field structures will be
streamlined and uprgraded; and waste, fraud
and abuse will be further reduced.

All these initiatives, part of our Reform 88

program, will take advantage of efficiencies *

made possible by modern management tech-
niques, improved communications and new
formation technology.
We shall run the Federal Government on a
businesslike basis, improving service de-
hvery and redudng taxpayer costs.

arms reduction with

Federal agencies will be

Lhe Sovlet Union.
essary programs are no longer at-
fordable Some Governtent programs have
me have their

and prog.ram consolldauons.

The need to cut unnecessary Federal
spending and improve management of neces-
sary programs must be made a

- original purpose, represént an inappropriate

area for Federal involvement in the first
lace, or are marginal in the current tight

guide to our policy choices. The result will be
a leaner, better integrated, more stream-
lined Federal Government, stripped of mar-
ginal, nonessential and mappmprlau func-
tions and activities, and focusing its energies
and resources enurely onits proper tasks and
constitutional responsibilities.
at way, resources will be allocated more
“efficiently: those things best done by govern-
ment will be done by government; those
thmgs best done by the private sector will be
rected by the marketplace,
Ths Balanced Budget and Emergency Con-
trol Act

getary envi
1t it would not be apgropr!ate or feasible
for the private sector or or state or local gov-
ernmems to assume such tions, this

iest proposes that programs of this vari-
ely terminated immediately, phased out
in an orderly manner, or eliminated when
their legal authority expires.

Examples include Small Business Admin-
istration credit programs, Amtrak grants,
Urbap Devglopment Acticg Grants, the Ap-
palachian Regional Commissfor, the Eco-
nomic Development Administration, the In-
terstate Commerce Commission, Manume

quires that spendlng be reduced in accord
with a prescribed formula if projected defi-

the future, and they will not be necessary if
Congress adopts this budget. Achieving
budget savings by taking into account rela-
tive priorities among programs is a much
better way than resorting to an arbitrary for-
mula. The latter could dangerously weaken
vital programs involving the national se-
curity or public health and safety, while leav-
ing marginal programs substantially intact.
If the spending cuts and other reforms pm—
posed in this budget are approved, the
eral deficit will be reduced by $166 blmon
over the next years. This represents
about $700 for every individual American and
about $1,900 for every household. I believe
this is the appropriate way to deal with the
deficit:
rather than attack the family budget by in-
creasing taxes, or risk a deterioration in our
national security posthire, or break faith wif
the dependent poor and elderly.

Restructuring and
Returning the
Federal Government
To Its Proper Role

The task of reducing the deficit must be
pursued with an eye toward narrowing the
current wide scope of Government activities
to the provision of those, but only those, nec-
essary and essential services toward which
all taxpayers should be contributing — and
providing them as efficiently as possible.
‘This is the underlying philosophy that I have
used in shaping this year’s budget. Let me ex-

plain:

High-priority programs should be ad-
equately funded. Despite the very tight fiscal
environment, this budget provides funds for
maintaining, and in some cases expanding,
high-priority programs in crucial areas of na-
tional interest. Necessary services and in-
come support for the dependent poor and the
elderly receive significant funding in this
budget. So do other programs of national in-
terest, including drug enforcement, AIDS re-
search the space program, nonmilitary re-
search, and national security.

While national security continue

cut excessive Federal spending - *

subsidies for health professionals, the work-
incentives program and subsidies for air car-

riers.

Many other programs should be reduced to
a more appropriate scale, Some Federal pro-
grams have become overextended, misdi-
rected, or operate on to0 expansive a scale
given the current tight budgetary environ-
ment.

This budget proposes reforms to limit the
costs and future growth of Medicare and
Medicaid, subsidized housing, Civil Service
pensions and health benefits, postal subsi.
dies, interstate highway grants, the Forest
Service and many other programs.

‘Commercial-Type Operations’

The Government should not compete with
the private sector. Traditionally, govern-
ments supply the type of needed services that
wlould not be provided by the private market.
place.

Over the years, however, the Federal Gov-
ernment has acquired many commercial-
type operations.

In most cases, it would be better for the’
Government to get out of the business and

stop competing with the private sector and in
this budget I propose that we begin that pro-
cess.

Examples of such “privatization” initia-
tives in this budget include sale of the power
marketing admmlstralions and the naval pe-
troleum reserves; and i

made more eﬂicient through the adoption of
staffing standards, automation of manual
processes, consolidation of similar functions
and reduction of administrative overhead
costs.

Management of Portfolio
A program to increase productivity by 20
percent by 1992 in all appropriate Govern-
ment functions is being instituted and a
major effort is proposed to revamp our ou
node managemem of a $250 billion Federal
credit

portfol
Thls eﬂmt wnll [nclude establlshmg pre-

Text of Message by the Pre51dent Outhmng His Spendmg Plan

Reform of the W
Budget Process

Over the years, Federal spending constitu-

encies have become increasingly powerful.

n part because of their strong and effec-
tive advocacy, Congress has become less and
less able to face up to its budgetary responsl-
bilities. .

The Congressional budget process is foun-
dering; last year it fell apart nme and ume
again.

The budget resolution and appropriations
bills were mionths late in passing, and few
real deficit reductions were achieved

Gramm-Rudman-Hollings offers a_ slyuﬂ-
cant opponumly to avoid many of these prob-
lems in the

That act not only sets deficit targets lead-
ing to a balanced budget by 1991, it provides a
mechanism for automatic spending cuts and
incorporates certain reforms in the budget
process itself.

But Gramm-Rudman-Hollings does not go
far enough in this regard:

To meet the clear need for a greatly
strengthened budget process, I propose’ a
number of additional reform measures,

As before, [ ask Congress to pass: & bal-
anced budfet amendment to the Constitution.

In additf 1 continue to seek passage of a
line-item veto, authority now possessed by 43
of the nation’s governors.

1 also urge, for 1988 and beyond, changing
the budget resolution to a joint resolution sub-
ject to Presidential signaturg and establish-
ing binding expenditure subcategories within
the resolution budget totals.

Moreover, I urge that serious study be
given to proposals for multiyear appropria-
tions and to the development of a capital
budget.

As 1 have pointed out ume and agam,
there’s not a state in the union that doesn’t
have a better budget procesy thap the Fed-
eral Governmen!

We can, and'must, do better. !

Conclusion ."'

As 1said in my address to Congregs yester-
day, the state of the Union is strong and grow-
ing stronger,

We've had some extraordinarily good

_years and our economy is performing well,
with inflation coming under controk

Economic growth and investmen¢ are up,
while interest rates, tax rates and ungmploy-
ment have all come down substanually

Qur national security is being restored.

The proliferation of unnecessary and bur-
densorne Federal regulations has been halt-

A significant beginning has beert made to-
ward curbing the excessive and unsustain-
able growth of domsuc spending.

screen;
and penalty charges, use of collectjon agen-
cies, charﬁing appropriate interest rates and
the sale ol loan portfolios.

anagement improvement program

Our m: )
will result in a leaner and more efficient Fed-

eral structure and is described in greater de-
tail in my separate management report. Im-

proving the management of the Government
must be accorded a crucial role and the pri-
ority it deserves.

We must also reduce unnecessary costs
and burdens on the non-Federal sector and
have already made considerable progress in
reducing the costs imposed on businesses and
state and local governments by Federal regu-
lations.

These savings are estimated to total $150
billion over a 10-year period.

We have reduced the number of new regu-
lations in every year I have been in office and
have eliminated or reduced paperwork re-
quirements by over 500 million hours.

Inaddition, regulations are now more care-
fully crafted to achieve the greatest public
protection for the least cost and wherever
possible to use market forces instead of work-
ing against them.

Finally, user fees should be charged for

services where appropriate. Those who re-
ceive special benefits and services from the
Federal Government should be the ones to
bear the costs of those services, not the gen-
eral taxpayer.

Accordingly, this budget imposes fees and
premiums for Federal guarantees of loans,
and imposes user fees and charges for Fed-
eral cost recovery for meat and poultry in-
spection, national park and forest facilities,
harbor and inland waterway use, Coast

housing and education voucher pmgrams

I am also proposing the sale of unneeded
assets, such as loan portfolios and surplus
real estate and contracting out appropriate
Federal services.

Many services can be provided better by
state and local governments. Over the years,
the Federal Government has pre-empted
many functions that properly ought to be op-
erated at the state and local level.

‘This budget contemplates an end to unwar-
ranted Federal intrusion into the state and
local sphere and restoration of a more
anced, constitutionally appropriate federal-
ism with more clearly delineated roles for
the various levels of government.

include new i
strictive small

f re-

Guard s and for many other serv-
ices. .

of the Govern-
mem has been gweu priority and is ach:evmg

O bk most Americans wou]d agtee that
America is truly on the mo

The large and stubbornly pemste budget
deficit remains as a dark and !h -atening
cloud on the horizon.

It threatens our prosperity and our hopes
for continued healthy economic growth,

Congress has recognized this threat.

It has mandated a gradual, orderly move-
ment m a balanced budget over Lhe next five
years.

The proposals in this budget are a Dblueprint
for achieving those targets while preserving
legitimate programs for the aged and needy,
providing for our national secunty and doing
this without rajsing taxes. ;

1 realize it will be djfficult for elecled offi-
cials to make the hard choices enyisfoned in
this budget. \

But we must find the political will to face
up to our responsibilities and resist the plead-
ings of special interests whose ‘“‘era of
power”’ in Washington must be brought to an
end, for taxpayers as a whole can no longer
be expecled to carry them on their backs.

All this will call for slatesmanshlp ofahigh
order.

We must all realize that (he deficit problem
is also an opportunity, an opportunity to con-
struct a new, leaner, better focused and bet-
ter managed Federal strucv.ure

Let's do it

1look forward to working with Congress on
meeting these formidable chaljenges.

It is our job. x

Let's get on with it. B

RONALD REAGAN

N  Feb. 5, 199

There Was a Surplus, Once

‘By HAROLD FABER ot

““The national debt has been paid!”

Only once in the history of the United
States have those words been uttered
accurately. It was a century and a half
ago that Senator Thomas Hart Benton
of Mlssvurl ood before an audience
the Bat-

grant
ihto block grants for transportation and envi-
ronmental protection, at reduced Federal
costs. Continued fundin? is maintained for
existing block grants for social services,
health, education, job training, and com-
munity development

to be one of my highest priorities, they have
not been exempt from general budgetary
stringency. Last summer 1 reluctantly
agreed with Congress to scale back the

planned growth of defense appropriations to

1989 1990 1991

$ 996.1 $1058.1 $1,124.0
0636 10038 11227

. -358  +13
Managarhent and Budget

sion service shvuld be turned over lo state
and local governments.

Also, the Federal Government should get
out of the business of paying for local sewage
treatment systems, local airports, local law
enforcement, " subsidies to state maritime
schools and local coastal management.

Cut in Burdens Sought

Remaining Federal activities should be
better managed. As we pi with the defi-
cit reduction process over the next several
years, it is important that all remaining Fed-
eral operations be well managed and coordi-
nated to avoid duplication, reduce costs and
minimize regulatory burdens imposed on the
private sector.

i must
the process of developing a leaner, more
carefully focused Federal role. We can no
longer afford unnecessary overhead and inef-

tle of New Orleans and, m hns florid
style, said:

“This month of January 1835, in the
58th year of the Republic, Andrew Jack-
son being President, the national debt is
paid! And the apparition, so long un-
seeni on earth— a great nation without a
national debt! — stands revealed to the

ing vision of a

world!” :

Improbable as it may seem now,
when the national debt exceeds $2 tril-
lion, the Government was not only free
of debt, but it had a surplus $19 million
in the Treasury

That happy time lasted for little more
than two years, from 1835 to 1837. Un-
likely as it may sound, the surplus
created a major problem for Congress.
What was Washington to do with the
money? .

The problem lay in the United States
Constitution. Disposing of surplus
money, especially giving it to the
states, was not one of the powers enu-
merated for Congress.

But after months of debate the politi-
cians f a way around the constitu-
tional barrier. They would mhke the
states repositories of the money, which
would then be subject to recall in time
of need by the Treasury. It was 2 fiction
recognized by all.

“It is in name a deposit, in' form
alone; in essentfal design a distribu-
tion,” Senator Bentop said. ““All of this
verbiage about a deposit is nothing but
a device and contrivance of those who
‘have been for years endeavoring to dis-
tribute the revenue.”

On Jan. 1, 1837, after deducting a $5
million reserve to be kept in the Treas-

ury, there remained a surplus of
$37,468,859 to be distributed to the
states. The Jackson Adminjstration
scheduled four equal payments to be
made to the 28 states that thé Union
then comprised, based on their elec-
toral vote.

But the bonanza ran out late in 1837
after the third payment. Martin Van,
Buren, Jackson's successor as Presi-
dent, was confronted with the nation’s
first ecoriomic depression and the pros-
pect of deficits and debt. As a result,
Congress passed a law stopping the
fourth installment of the surplus distri-
bution. By that time, the states had re-
ceived $28,101,644
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WASHINGTON, Feb. 4— Following is sthe cmarpresudenmeagan s Stale

of the Union Message, prepared fm‘ del(very to L‘ongress tonight::

Mr. Speaker, Mr. President, distin.«
guished members of the Congress
honored guests, and fellow citizens}’
thank you for allowing me to dela
my: address until this evening. Wes
paused together to mourn and henor
the valor of eur seven Challenger: .
heroes. And I hope we are now ready: .
to do what they would want us to do

o forward America, reach for the
star!, We will never forget those’
brave séven, but we shall go forward,

Mr. Speaker, before I begin my pre-
pared remarks, may I point out that”
tonight marks the 10th and last Statd .,
of the Union Message you've presided
over. On behalf of the American peo,.

ple, I'want to salute you for your servl E
[

ice to Congress and country. Here's
you, Tip.*¢
Thave come to review wnh you the¢'

progress of our nation, to speak of unt
finished work and to set our sights on

the future. I am pleased to report xhz .

state of our union is stronger than
year ago, and growing stronger each
day Tonight, we 100k out ‘on a risin,
America — firm of heart, united in"
spirit, powerful in pride and pafriot-
ism America is on the move!

‘Land of Broken Dreams’ .

But, it wasn't long ago that we,*
Ipoked out on a different land locked'",
factory gatas and long gasoline lines,
intolerable prices and interest rateg-
turning the greatest country on eart
into a land of broken dreams. Governs:
ment growing beyond our consent ha
become a lumbering giant, slammm
shut the gates of opportunity, thre:
€ening to crush the very roots of our
freedom.

What brought America back? The

all’
American people brought us back — . Americang can_climb toward”eco- % be

with quiet courage and. commot’
sense; with undying faith that in this. .
nation under God the future will be -
ours, for the future befongs to the

free.

Serve our thanks — for 37 straight

rise firms and modernized industries
reating 9 million riew jobs in three
years; interest rates cut in half and
+{nflation falling from over 12 percem
“f}sso to under 4 today; ax\da mi
river of good works, a fecord bﬂ-
lion. in voluntary giving last year
alone

! Despite the press\ges of our. mod-
an

3 ger and can pedce among

. Tonight the American people de- :

months of economic growth; for sun- -

me . future, Family and cormunity

the co-sta) lhls greal Amer-
an comebacl g we say
valueg must eat the

tonight ! privafe
hean “of public Dol des.
 Nation ag ‘Economic eracla’

1 What i true for families inAmer-
ica is true for America in the family
of free nations. History is ng captive

of some inevitable force. History is

made by men and women of vision”
and courage. Tonight, freedom is on
lhe march. The United States is the
economic mirgcle, “the model to
which the world once again turns. We
stand for an jdea whose time is now:
nly by lift) ;ng the weights from the -
shoulders of all can people truly pros-
x’i‘mmnnso
e secure. 4k i
Teddy Rodsevelt éaid a nation lhat
reat work lives forever. We
have lone well, but we cannot stopat
foothills wherf ‘Everest beckons It is

time for America to be alf we *

We speak tonight of an agenda for *
the future, an agenda for a gafer,
more securé worldf We speak about
lhe necessity for actions tosteel us for

he challenges of growth, trade; and
se(,‘unl in the next decade and the

ear 2,000 And we will do it — riot b

akmg faith with bedrock princi-
ples. but by breakmg freg from failed -

Le us begi 'n hers stormy clouds .
m darkest —i'right here ip Wash-¢

“Ioor
ington;.D.C. This, week, I wilk send

You our detailed proposa!s‘ tonight,
et us speak of our responsibility (o

# redefine government’s role: not to
- control, not to command, not to con-

tain us; but to help in times of need; -
aboye all to create a ladder of oppor-
tumty to full employment — so

nomic power and justice on theirown,
But, we cannot win the race'to the .
“future shackled to a, szstem that can’t
even ass a Federal udget. We cane
t Wi n that race held back by horse-
d uggy programs that waste tax
dqllans and squander humap poten- *
tial, We cannot win that race i1f we are
swamped in a sea of red ink.

w, Mr. Speaker, you krow, I -
know and the American people know
— lhe Federal budget system is.

t doesn't work. Before we

Ieave ths city, let’s you and I work to-

gether to fix it — so that we can fi-

nally give the American people'a bal- |
anced budget.

Members of Congress. passage Tof

ern world, famil,
main the moral core of our soenety,
guardlans of our values and hoﬁes for

(13‘

an historic opportumly fo achieve

shlp for decades — forcmg the ed-

quemmem to live withig its
s, .

Your schedule now requnres &hal
thg bud %ft resolution be passed by
April 15t1 the véry day America’s
familiés have to foot the bill for - the,
budgets you produce.

ten we read ofa ﬁusband

e— th working, struggling from. '
raycheck to paﬁzcheck to raise a fami-

meeta mo: gage, pay their taxes

: and bills. Yet, somgq in Congress say

" those deficits because. the Fedira

*_Not by taking from those in need.

taxes must be raised. Well, I'm sorry,
they’re asking the wrong peopls to
tighten their belts.' It's time we re
duced the Federal pudget and left the
family budget alone. We do not fact
large deficits becaus - America

ilies are undenaxedi we facd:

Governiment overspend: 3.
: The detalled Dbudget we submit wx
meet the Grarmm-Rudman-Hollings
target for deficit reductions; meef
our commitment to ensure a strongf
national defense; meet our commif
ment to protect Social Security an
3 the. truly less fortunate; and, yes
meet our._commitment nt to. rais

laxes.
How should we: accomplish ths

families take care of their own, Gay--
ernment, must provide shelter and!
. .nourishment_for those who canng
‘provide for themselvés. But we must
revise, oy replace programs enacts
in the“name of compassion that d
grad@ the moral worth of work, ex;.
courage family breakups, and driv
entire communities into a bleak an
heartless dependency.
Call for Line-Item Veto

Gramm-Rudman-Hollings cal
mark a dramatic improvement, Bu}
experience shows that simply setting
deficit targets does not assure they

met. We must proceed with Gra

Commission reforms against waste
And tonight, I ask you to givé mie,
what 43 Governors already have —
give me a lme-xtem veto this year.
Give me the authority to veto waste,
and I'll take the re: a&onslbnhty, Pir
make the cuts, I'll fake the heat.

This authority would not give me_
any monopoly power but simply pre-
vent spending measures from sneak-
ing through’ that could not pass on
their own merit. And you can sustain,
or override, my veto — that’s they
way the system should work. Once
we've made the hard choices, we
should lock in our gains with a bal-

mher budget expense Keepmg Amer-
xca strong, fxee and at peace is soIery
sibility of the Federal Gov-
emment, it xs Government’s prime
responsibility. We have devoted five
years trying to narrow a dangerous
gap born of illusion and neglect, and
we have made important gains. Yet
the threat from Soviet forces, conven-
tional and strategic, from the Soviet
drive for domihation, from the in-
crease in espionage and State terror
remains great. This is reality. Clos-
ing our eyes will not make reality dis-
appear.
We pledged together to hold real
Emwlh in defense spending to the
are minimum. My budgef honors
“that pledge. I am now asking Con-
1 gress to keep its end of the bargain.
" The Soviets must know that if Amer-
“ica reduces her defenses, it will be be-
, cauge of a reduced threat, not are
duced resolve.

Keeping America strong is as vnal
tothe national seclrity, ag controlling
Federal spending is to our, economic
security. But, as [ haye said before,
the most powerful force we can enlist

against the Federal deficit asanever- _

expanding American economy, unfet-
tered and freée.

The magic of 0P| ponuruly — unre-
served, unfailing, unrestrained —
isn't this the calling that unites us? I
believe our tax rate cuts for the peo-
ple have done'moré to spur a spirit of

risk-taking and help America’s econ-

omy break free than any program
since John Kennedy's (ax cut almost
a quarter century ago.

Now history calls us to press on, to
complete efforts for an historic tax
reform providing new opportunity for
all and ensuring that all pay their fair

share — but no more. We've come *

this far. Will you join me now and
we' '1] walk this last mile together?

You know my views on thng We
cannot and we will not accept tax re-
form that is a tax increasé in dis-
guise. True reform must be an engine
of productivity and growth and that
means a top personal rate no higher
than 35 percent. True reform must
truly fair and that means raising per-
sonal exemptions to $2,000. True re-
form means a tax system that at long
last is pro-family, pm—jobs. pro-fu-
ture, and pro-Amerif

As we knock down lhe barriers to

rowth, we must redouble our efforts

for freer and fairer trade. We have al-
ready taken actions to counter unfair

” anced-budget amendment to the Con- * tradmg practices and to

stitution.
1 mentioned that we will meet our
dommitment to national defense. We

what has eluded, our nauonal Teader- 'y must meet it. Defense is not just aq-

foreign markets. We il e
Lmue to do so. We will also oppose
legislation touted as providing protec-
tion that in reality pits one American

Cnnﬂnued From Page Al
must be at the heart of public polmes.”
The speech, delayed for a week by
the explosion of the space shuttle Chal-
lenger, is to be followed later in the
week with a written message that
| specifies in more detail Mr. Reagan’s
legislative priorities for the current
Congressjonal session.
The speech camg ag Mr. Reagan's
personal popularity was at a remark-
ably high level and the, ‘economy ap-
to be growing at an accelerated
pace after a relatively slow year. None-
theless, as Mr. Reagan enters the sixth
year of his Presidency, his relations
with an increasingly assertive Con-
gress have grown strained.

White House' officials and Congres-
sional leaders have expressed uncer:
tainty and some doubt about the impact
of the sweeping deficit-reducing meas-
ure endorsed by Mr. Reagan, designed
to balance the budget by 1991. The radi-
cal revision of budgeting procedures,
which includes the possibility of auto-
matic s?endmg cuts. if Congress and
the President cannot agree on reducing
the deficit to prescribed levels, was in-
troduced by Senators Phil Gramm, Re- |
publican of Texas, Warren B. Rudman,
Republican of New Hampshire, and
Ernest F. Hollings, Democrat of South
Carolina.

A senjor Administration official, who
briefed reporters before Mr. Re;gar\s
speech, said the President continued fo
oppose any tax increase. But the offi-
clal added, that the President “‘didn’t

close the dpor' to a possnble oil impert,

fee to insure that his tax revision plan, |

now before the Senate, would raise nel-
ther more nor less revenue |han the
current tax syst

The official sa|d Mr Reagan, m a
discussion _with Senator Bob, Pack-
wood, the Oregon Republican yho is
chairman of the Finance Commmee,
had not ruled out such a

The official said there were a “lot of
pluses and minuses™ to such, a fee,
which he predicted would raise abou\

$8 billion annually, He stressed that g

Mr. Reagan would only consider it in
terms of completé tax overhaul, and
ncz asa separa‘e device to range reve-

5

Respondmg to quesnons about_the
fack of specific proposals in Mr. Rea-
gan's speech, the official” said the
President would “send Congress a
“laundry list"" of proposals later this
week. Many of those initiatives, the of-
ficial said, have been proposed in
earlier years but were not approved by

ongress.

Tribute to Challengér Crew

Mr. Reagan opened his speech witha
tribute to “the valor of our seven Chax.
Ienger heroes.””

“T hope we are now ready to do what
they would want us t6 do — go forward
America, reach for the stars,’" he said.
“We shall never forget those brave
seven. But we shall go forward."”

Mr. Reagan, in the speech, firmly
committed the Administration to the
space shuttle program. “We are going
forward with our shuttle flights, we are
going forward to build our space sta-

lon, MrA Reagan said to applause.
Mr, Reagan also honored Thomas P,
O’Neill, Jr., the Speaker of the House,
wha is retiring this year. “Mr. Speak-
er} before gin my prepared re-
marks, may I point out that tonight
‘marks he 10th and last State of Lhe
Unidn Mesgage you've presided over,’
Mr. Reagan said. “On behalf of the
American people, I want to salute you
for your service to Congress and coun-

t‘éommem drew a standing ova-
tion and sustained applause.
ents later, in hxs speech Mr.
Y

Prgsident Reagan has staked out
budgeg battle lines reflecting his own
priotjties: Economic Scene, page D2.

Reagar\ said the nation “‘cannot win the
race to the future” with “horse-and-
uggy programs that waste tax dollars
and squander tax potential.”” He added,
‘We cannot win that race if we are
“swamped in a sea of red ink.”
Turning to Mr. 0'Neill, Mr. Reagan
said, “Now, Mr. Speaker, you know, I
know and the American people know
the Federal budget is broken; it doesn’t
work. Before we leave. this city, let's
you and I work together to fix it so that
we can finally give Lhe Amencan peo-
plé a balanced budget.
Mr. O'Neilt grmned and, amid the
applause, slowly nodded his head.
-In ‘his address, Mr. Reagan cele-
brated what he termed a ‘‘great Amerg-
owing years. of

“]ocked factory gates and long gasoline

lines,  intojerable prices and interest

"Here '$ to you, T‘p," sald Mr. Rea- |

rates turning the greatest country on
earth into a land of broken dreams.”
The President’s potentially most far-
reaching domestic proposal was his
call for a review of the nation's welfare
system.
y“In the welfare culture, the break-
down of the family, the most basic sup-
port system, has reached crisis propor-
tions in female and child poverty, child
abandonment, horrible crimes and de-
enotalfngschools * Mr, Reagan said.
fter hundreds of billions of dollars
in povérty programs, the plight of the
poor grows more painful,” he said.
“But the waste in dollars and cents
pales before the most tragic loss: the
sm{ul waste of human spirit and poten-

Saymg that ‘‘we cannot ignore this
terrible truth no longer,” Mr. Reagan
ordered his Domestic Policy Council,
made up of key advisers, to report by
Dec. 1 with “a strategy for immediate
action to meet the financial, education-
al, social and safe&y concerns of pool
families.”

““I'am talking about real and lasung
emancipation,”” Mr. Reagan said, “‘be-
cause the success of welfare should be
judged by how many of its recipients

ome independent of welfare.”

Mr. Reagan said he viewed his re-
sponsibility as seeking “to redefine
government’s role.” He said it was
government's responsibility ‘‘to pro-
vide shelter and nourishment for those
who cannot provide for themselves.”

But he added, *‘We must revise or re-

lace pmgrams enacted in the name of
compassion that degrade the moral
worth of  work, encourage family
break-ups and drive entire communi-
ties into a bleak and heartless depend-
ency.”

————— A
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C1t1es Seek L1ab111ty Changes

WASHINGTON, Feb. 4 — Spokes-
men for the country’s municipal gov-
ernments asked Congress today to
amend a Federal civil rights law to
help reduce the cost of llabili(y insur-
ance for local government

Testifying on behalf of Lhe National
League of Citigs, Francis X. Flahert;
Mayor of Warwick, R.I., said the le
Rights Act of 1871 shoujd be amended
50 the law could not be used to file a li-
ability claim in Federal court as a
means of circumventing state laws.

He said the law, originally intended
to prevent states and localities from
violating Federal laws, has been used
in recent years to file lxablhty claims in
Federal courts that should have been
‘handled by state courts, thereby avoid-
ing restrictions m state limits on dam-
 ages or legal fee:

Mr. Flaherty told the House Energy
and Commerce Subcommittee on Com-
merce, Transpartaucn and: Touri$m
that the increasing number and size of
monetary awards, including the suits
brought under the civil rights statute,
had contributed to increases in liability
insurance premiums that many cities
and towns could not afford.

David Russell, fusl selectman of

Approved For Release 2010/09/13 :

: Special (o The New York Times | \

Granby, Conn., who is first vice “presi-
dent of the National Association of
Towns and Townships, said “‘a surgical
remedy’’ might be necessary to amend
the civil rights law to refain its in.
tended purpose, yet reduce the number
of claims being brought aganst the mu-
nicxpahues in Federal court.

r. Flaherty told thé pagel that War-
wick s insurance for 1984 had cost the
city $137,000. He said the same policy
would have cost $1 million in 1985, and
this price increase had forced the city
to go without insurance for two months
before a cheaper, but more limited
policy was found.

The subcommittee also heard sug-
gestions that the Federal Government
amend toxic cleanup legislation to ease
the liability burden on municipalities,
which in many instances are unable to
insure cleggup procedures at any cost,
and set Federal standards for the in-
“surance industry, which has usually
been a state matter.

The chairman of the panel, Repre-
sentative James J. Florio, Democrat of
New Jersey, said they were dmmauc,
some would say, radical" s. 1
think it says something abou! the grav.
ity of the problem,” he said.

worker against another, one mdustry
against another, one community
against another, and that raises
prices for us all. 'If the United States
can trade with other nations on a level
playing field, we can out-produce,
out-compete, and out-sell anybody,
anywhere in the world.
- The constant expansion of our ecoft-
gand exports requires a sound and
tablé dollar at home and reliable ex-
change rates around the world. We
must never again permit wild cur-
rency swings to cripple our farmers
and other exporters. Farmers, in

Pparticular, have suifered from pdst,

unwise government pollcies' lhey
. must not be abandoned with probl
lhe did not create and cannot con—

. We've begun coordinating eco-
nom(c and monetary policy among
olr major trading partners. But
there’s more to do, and tonight I am
directing Treasury™ Secretary Jim
Baker to determine if the nations of
the world should convene to discuss
the role and relauonsh:p‘ﬁ( our cur-
rencies.

+ Confident in our future, secure in
our values, Americans are striding _
forward to embrace the future. We
see it rot only in our recovery, but in
three straight years of fal]mg crime
rates, as families and communities
band together to fight pornography,

and lawlessness, and {0 give
bacﬁ to their children the safe, and

Letus speak of our deepest longmg
for the future — to leave our chil
anland that is tree:(r)\d )uﬁl ina wrorl;f'
at peace. It is my that our fi
S S i Geners and St G
bachev's upcoming visit to Americd,
can lead to a more stable relatiogs
ship. Surely no people on earth hatg;
war. or love peace more than’ wer
Americans. 4
. But we cannot stroll into the futufe,
wuh childlike faith. Our differencg
with a system that openly proclaim
and practices, an alleged right
mmand people’s lives and to'expo;
its ideology by force are deep ao&
biding.

i’v.‘#‘x

0
‘Realism’ in Diplomacy =
Logic and history compel, us {0 dp*
cept that our relationship be guid|
by realism — rockhard, clear-eyedy
steady and sure Our negotiators ;‘P.
Geneva have proposed a radical cuf;
in offensive lorces by each side, wit
no cheating. They have made cl
that Soviet compliance with the leller
and spirit of agreements ig essenti:
1f the Soviet Government wants
agreement that truly reduces nucle&r
arms, there will be an agreementy
But arms control is no substitute
Jfor peace. We know peace follows in
freedom’s path and’ conflicts erupt =
when the will of tha péople is denied. 1
Sowe must prepare for peace not only.‘.
by reducing weapons, but by bolster-"

yes, innocent hey de-

serve. N

Schools and Families

: We see it i tha renajssance in
education with rising S.A.T. scores

{or three years — last year's increase

the greatest since 1963. It wasn't gov-

ernment and Washington lobbies that
turned education around — it was the

American people who, in reaching for

excellence, knew to reach back to
- basics. We must continue the advance
by supporting discipline in our
schools; vouchers that give parents
freedom of choice; and we must give
back (o our children their lost right to
acknowledge' God in their class-
rooms.

We are a nation of idealists, yet to-
day there is a wound in our national
conscience; America will never be
whole as long as the right to life
granted by our creator is denied to
the unborn. For the rest of my time, I
shall do what I can to see that this
wound is one day heal

As we work (o make the American
dream real for all, we must also look
:0 lh§ condition of Amenca s fami-
ies. Struggling parents today worr
how they will provide their chxldrei
the _advantages their parents give
them. In the welfare culture, the
- breakdown of the family, the most

basic support system, has reached

crisis proportions —.in female and
child poverty, chlld abandonment,
hornble crimes and_deterioratin,
schools: After hundreds of billions of
dollars_ in_poverty. programs, the
plight of the poor grows more painful.

But the waste in dollars and cents

pales before the most tragic loss —

the sinful waste of human spml and
potential.

We can ignore this terrible trum no
longer. As ranklin  Roosevelt
warned 51 years ago before this
-chamber: Welfare is ““a narcotic, a
subtle destroyer of the human spirit.”

we must now escape the spider’s
web of degendency Tonight, [ am
charging the White House domestic

council to present me by December 1,

1986, an evaluation of programs and a

strategy for immediate action to
- meet the financial, educational, so-

cial, and safety concerns of poor’
families — I am talking about real
and lasting emancipation, because
the success of welfare should be
B Ludged by how many of its recipients
ecome independent of welfare.

Further, after seeing how devastat-
ing illness can destroy the financial
security of a family, I am directing
Secretary of Health'and Human Serv-
ices, Dr. Otis Bowen, to report to m
by year-end with necommendauons
_onhow the private sector and Govern-
ment can work together to address
the problems of affordable insurance
for those whose life savings would
otherwise be threatened when cata-
su'ophic illness strikes.

Tomght 1 want to speak directly to
America’s younger generation — be-
cause you hold the destiny of our na-
tion in your hands. With all the temp--
tations young people face, it some-
times seems the allure of this permls-
sive society requires superhum:
feats of self-control. But the call u(
the future is too strong, the challenge
too great, to get lost in the blind ailey-
ways of dissolution, drugs, and de-"
spair.

Never has there been a more excit-
ing time {0 be alive — a time of rous-
ing wonder and heroic achievement.
As lhey said in the mm, ‘Back to the
Future”: “Where we're going, we
don’t need roads.”

. Commitment to Space Program

Today, physicists peering into the
infinitely small realms of subatomic
particles find reaffirmations of reli-
gious faith; astronomers build a
space lelescope that can see to the

the universe and, possibly,
back to the moment of creation.

So, yes, this nation remains fully
commmed to America's space pro-

m. We are going forward with our
Shattle flights. We are going forward
to build our space station, and we are
going forward with research on a new
Orient Express that could, by the end
of the next decade, take off from

ing 8 hberl and democ-
racy however and wherever we can.

We advance the promise of oppor-
tunity every time we speak out on be-
half of lower tax rates, freer marketd,
and sound currencies around lbe -
world. We stréngthen the (amn]y of
freedom every timg we work withy
allies and come {0 the aid of friends®
under siege. And we can enlarge the!
family of free nations if we will de:*
fend the unalienable rights of all
God's children to follow their dreanis:-

To th A
held captive, ta those beaten for dat-Z
ing to fight for freedom and demog-
racy — for their right to worship,- o
speak, to live and prosper. in the’
family of free nations — wesaytc
tonight: you are not alone fre
hghters America will support wnmr

ral and material assistance yor,
right not just to fight and die for free-+
dom, but to fight and win f, om 12V
in Afghanistan; Angola; Cambodia+
and Nicaragua,

This is a great moral challenge ﬁ)\'
the entire free world; Surely; no issud”
is more important for peace in olr
own hemisphere, for the security of:
our frontiers, for the protection of cu-
vital interests — than to achieve':
democracy in Nicaragua and to pr0~4
tect Nicaragua's démocratic nelg

IS,

This year [ will be asking Congress
for the means to' do what miust be'
done for that great and good cause.
As Scoop Jackson, the mspu’anon for
our Bipartisary Comrissiort_on’ €€n- -
tral Ameriea, once said, “In alterst
of national secunly, the best pol |cs‘
is o ‘politics."

What we accumphsh thls year, i
each challenge we face, will set opz?
coursa for the balance of the decadey |
indeed for the remainder of the cent!
tury. After all we've done so far, rep
no one say this hation cannot reath!
the destiny of our dreams. Americd(
believes, America i§ ready, Americd
can win the race to the future — ax-d
we shall, <

The American dream is a song ot‘
hope that rings through thé night wins
ter air. Vivid, tender music that?
warms’ our hearts when the least]
among us aspire to the greatest?
things — to venture a daring ents
pri: to unearth new beauty in
music, literature, and art; to dis.,
cover a new universe inside a tiny 51]{-
con chip or a single human cell.

‘We Sce the Dream’ 1.

" We sce the dream coming true- i¥
the spirit of discovery h§s{ Richdrd’

Cavoli. All his life he been &nt
thralled by the mysteries of medicine
and science. Richard, we know that..
the experiment you began in highe
school was_launched and lost last

eek. Yet, your dream lives. And as!
long as it is real, work of noble note!
will yet be dong — work that could re-,
duce the harmful effects of X-rays on,
patients; and enable astronomers to,
v;]ew the golden galewa)s of the far-
thest s

We see the dream glow in the!
towering talent of 12-year-old Tyrone®
Ford. A child prodigy of gospeh
music, he has surmounted personaly
adversity to become an accomplished 'y
pianist and singer. Hé also directs the}}
choirs of three churches and has per-:
formed at the Kennedy Cente] 5 With,

as.our composer, Tyroné, your,
music will be the music of angel.

We see the drea sav 5!:
the courage of J&yearold Shelby B\Jt
ler — honor student and member,. DP
her school's safety patrol. Seeing an-
other girf freeze in terror before a

out-of-contro] schoot bus, she risked’
her life and pulled her fo safety. th'
bravery like yours, Shelby; Americayj.
need never fear for ouy future.

And we see the dream born agairfing
the joyful compassion of 13-year-oldg
Trevor Ferrell. Two years ago.
wa(chmg men and women beddin
down in abandoned doorways, Trevord
left his suburban Philadelphia home¥
to bring blankets and food to the helpd
less. and homeless. Now, 250 peop]
help him fulfill his nightly vigil
Trevor, yours is the living spirit of
brotherly love.

Would the four of you stand. Thanl
you. You are heroes of our hearts. w
look at you and know it is true —

Dulles Airport and accelerate up 1025 = this land of dreams fulfilled wher

times the speed of sound, attaining
low-earth orbit or ﬂymg to Tokyo
within 2 hours,

And the same technology trans-
forming our lives can solve the great.
est problem of the 20th Century. A se-
gcurity shield can one day render nu-
“clear weapons obsolete and free man-
kind from the prison of nuclear ter-
ror. America met one historic chal-
lenge and went to the moon. Now,
America must meet another — to
make our strategic defense real for
the citizens of Planet Earth.

P
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greater dreams may be imagined
nothing is impossible, na victory i

yond our reach; no glory will eve:
be too great. So now it is up to us, all
of us, to prepare America for the da
when our work will pale before thy
greatness of America's champions i
the 2lst cent

The world’s hopes resl with Amer,
jea’s future. America’s hopes res!
with us. So let us go foward to creat
our world of tomorrow — in faith, i
unity, and in love. God bless you, an
God bless America.
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